Abstract: Air transport industry is one of the very important businesses worldwide. Th e global recession in the years
INTRODUCTION
Airline industry,effi ciently and safely,is moving people and products on global level, thus connecting businesses and communities. Th anks to implementation of modern and effi cient technologies, innovative changes in business models, air transport in the world is showing continuous growth and more signifi cant traffi c results. Liberalization, privatization and consolidation processes throughout the commercial aviation world and especially in Europe, require strategic adjustment in response to market opportunities and challenges. Emerging economies in Southeast Europe with still undeveloped market and insuffi cient ne cash operating costs (COC) and according to Paul Clark (2017: 231) airline management is hostage to movements of prices of oil, which are diffi cult to forecast. Airlines obviously recovered dominantly due to achievedWLF (66.9 percent) and PLF of 80.3 percent.Th e most successful business years were 2015 and 2016, both with net profi t of approximately 35 billion USD. Excellent fi nancial achievement in the period 2010-2016 is strongevidence that liberalization in the aviation industry has led to increased competition, better frequency, improved load factors and productivity, increased traffi c volumes and new route services, followed by decreased average fares.In the period, 2008-2016 airline industry generated net profi t of 99.2 billion USD, but the achieved net profi t margin was only 1.7%. Interesting fact is that the net profi t per departing passenger was only 3.6 USD.A complex airline industry will bringissues, which require diligentresponses related to safety, security, environmental protection and sustainability (Ruwantissa Abeyratne, 2012: 397) . It is interesting approach of authorNawal K. Taneja (2017a: 124) who emphasizes that air travel has been truly democratized: "It has become aff ordable for the masses in more developed societies, fostering intercultural exchange, understanding, and international business relations and trade." European airline industry saw relatively successful 2015&2016 business yearswith net profi t of total16 billion USD (Figure 1) . However, at the same time achieved EBIT margin (from -4.3 to 6.1 percent) was lower compared to the world average (IATA, 2017) . It is obvious that the fragmented European air transport market needs further improvements. Author Taneja(2017b: 49) emphasizes need for the adaptation strategies in four broad areas: (1) consolidation, (2) network alignment to remain competitive, (3) proactive and innovative customer management supported by new technologies and (4) distribution. (Capstats.com, 2017) . In such market environment European airline landscape, except above mentioned merger and acquisition examples, are in the process of restructuring, reducing the number of employees, and optimizing fl ight network within Europe(Jasmin Bajić, Ivan Mišetić and Mirko Tatalović, 2016: 257-258 Air Berlin (net loss 2015/2016 1.4 billion USD) fi led for insolvency in August 2017 after the leading shareholder Etihad Airways withdrew its fi nancialsupport. Second failure of a major European airline in four months was Alitalia's collapse into administration deals in May2017after staff rejected rescue plan (Richard Weiss 2017).British air carrier Monarch Airlines fi led for bankruptcy at October 2017after nearly fi ve turbulent years. All operations at the airline have immediately ceased, putting about 2,000 employees out of a job andleaving more than 100,000 passengers stranded at airports. (Grant Martin, 2017) .
SOUTHEAST EUROPE ECONOMIC AND AIR TRANSPORT TRENDS
Over the last three decades, the region of Southeast Europe (region map shown in Figure 3 ),has gone through a period marked by war events, global and regional economic crisis of varying intensity, and more or less successful transition processes(Ružica Škurla Babić, Mirko Tatalović and Jasmin Bajić, 2017: 152) . Air transport in the Southeast Europe faces the challenges of market liberalization and growing competition, and in order to look at potential future development of air transport, it is necessary to analyze the region in a wider macroeconomic context (Table 2) . From table 3 one can conclude that in the year 2016 number of population in the region decreased by more than 2.5 million compared to the year 2008 due to economic problems of infl ation and unemployment. Th e key reasons are migrationsfrom the region to the developed EU countries,dominantlyItaly with 1.8 million, Germany and Spain with approximatelyone million migrants (Borislav Bjelicic, 2013: 52) .Th e most active migrant country is Romania (3 million), followed by Albaniaand Bulgaria. Structure of Romanian migrants in European countries is: Italy 1,151 thousand, Spain 695 thousand, Germany 444 thousand, Switzerland 268 thousand, United Kingdom 237 thousand, Austria 83 thousand, Belgium 73 thousand Portugal 31 thousand, Hungary 30 thousand, Denmark 22 thousand etc (Eurostat 2017) .In the context of air transport specifi ed migrations imply additional potentials.GDP in current prices also decreased, but USD in the year 2008was on the lowest level (EUR/USD ratio 1.46) compared to the level of 2016(EUR/USD ratio 1.11). GDP per capita (USD at purchasing power parity -PPP) in the region is showing relatively big diff erence between the developed countries(Slovenia followed by Croatia and Romania) and undeveloped countries(Moldova followed by Kosovo). Th e GDP per capitaratio between Moldova and Slovenia is 1:5.4. Annual infl ation has better score in the year 2016compared to the year 2008(except Moldova). Th e unemployment rate is very high in Kosovo, Bosnia and Herzegovina and Macedonia.
International Monetary Fund GDP growth forecasts (Table 3) are relatively solid, but it is evident thatSlovenia andCroatiaare at the bottom with the lowest dynamic rate of growth 2018-2022. Albania 7.5 3.4 3.7 2.5 1.4 1.0 1.8 2.2 3.4 3.7 3.7 3.8 3.9 3.9 4.0 Bosnia and Herzegovina 5.6 -0.8 0.8 0.9 -0.9 2.4 1.1 3.0 2.0 2.5 2.6 2.7 2.7 2.8 3.0 Bulgaria 6.0 -3.6 1.3 1.9 0.0 0.9 1.3 3.6 3.4 3.6 3.2 2.9 2.7 2.5 2.5 Croatia 2.1 -7.4 -1.7 -0.3 -2.2 -1.1 -0.5 2.2 3.0 2.9 2.7 2.5 2.3 2.2 2.1 Kosovo 4.5 3.6 3.3 4.4 2.8 3.4 1.2 4.1 3.4 3.5 3.5 3.6 3.7 3.8 4.0 FYR Macedonia 5.5 -0.4 3.4 2.3 -0.5 2.9 3.6 3.8 2.4 2.5 3.2 3.4 3.6 3.6 3.8 Moldova 7.8 -6.0 7.1 6.8 -0.7 9.4 4.8 -0.4 4.3 4.0 3.7 3.8 3.8 3.9 3.9 Montenegro 6.9 -5.7 2.5 3.2 -2.7 3.5 1.8 3.4 2.5 3.0 2.8 2.7 2.2 3.0 3.1 Romania 8.5 -7.1 -0.8 1.1 0.6 3.5 3.1 3.9 4.8 5.5 4.4 3.8 3. According to the World Economic Forum, leading country in the region in term of global competitiveness is Bulgaria followed by Slovenia. Th e worst score belongs to Moldova and Bosnia and Herzegovina. 
Source: WEF (2017a).
In the Southeast Europe,the fastest growingmarketsin termsof departing seats capacity in 2016were Bulgaria and Romania (Figure 3) . Th e main driversto this growth are low cost carriers in both Bulgaria and Romania in 2016. Growth of capacity in Southeast Europe region resulted in very solid airport passenger growth. In the period 2008 to 2016 number of passengers increased from 30.5 millions to 50.7 millions with achieved AAGR of 6.6 percent (Table 4) . Th e biggest contribution to the above mentioned growth is coming from Romania (7 million) followed by Croatia and Bulgaria. Th e fastest growth scored Moldova and Macedonia due to relatively low starting point. Th e only negative growth was recorded by Slovenia. Source: According to Bjelicic (2013: 54) and UNWTO (2012 UNWTO ( , 2017 
prepared by authors
Six diff erent elements of air transport infrastructure are shown in Table 5 . World Economic Forum in his edition "Th e Travel & TourismCompetitivenessReport 2017" is ranking countries analyzing diff erent performances. Best score from 136 countries recorded Croatia followed by Montenegro. Bosnia and Herzegovina is on the bottom of the list. 
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Quality (Frédéric Dobruszkes, 2014: 177) .Researches by authors (Mišetić, Tatalović and Bajić, 2009: 263) , (Sanja Steiner, Mirko Tatalovićand Jasmin Bajić, 2010: 536) , (Jasmin Bajić, Mirko Tatalović andKrešimir Kučko: 91-92) and (Bajić, Mišetić and Tatalović, 2016: 269) made conclusions that Southeast Europe air transport market is undeveloped with weak connections within the region and increasing competition on the main traffi c directions with stable demand. Namely, number of routes within the region stagnated(27) and weekly frequencies within region even decreased (247 to 223) comparing years 2008 and 2014 (Tatalović,Mišetićand Bajić,2017: 166) . Authors Ana Šimecki, Sanja Steiner and Olja Čokorilo (2013: 363) concluded that new air connections within the Southeast Europeregion could considerably improvemobility and accelerate economicintegrations and cooperation processes.Dynamic fi nancial achievements for six dominant airlines in the region (Adria Airways, Air Serbia /JAT, Bulgaria Air, Croatia Airlines, Montenegro Airlines and Tarom) is showing very negative overall net losses level of over 1.2 billion USD (Table 6) Source: IATA WATS (2009, 2010, 2011, 2012, 2013, 2014, 2015) , www.adria.si, www.air.bg, www.tarom.ro, www.croatiaairlines.com, www.airserbia.com, www.montenegroairlines.com (prepared by authors).
From the Table 6 it is obvious that level of net loss is improving in the period 2014-2016 compared to the period 2008-2013. TAROM is leading carrier in the region in terms of losses level in total amount of 418.1 million USD. It is not clear how the company operates in such negative business and fi nancial conditions with reported loss nine years in a row.It is interesting to emphasize that there are six European countries with no home airline, three of them are from Southeast Europe region -Bosnia and Herzegovina, Macedonia and Kosovo (Airline Leader, 2017: 61) .
Possible solution for connectivity improvement within the region is approved rights to operate regulatedand/or subsidized routes. Te most prominent examples of these schemes are the EssentialAir Service (EAS) program and the Small Community Air Service DevelopmentProgram(SCASDP) in the US, the Remote Air Services Subsidy (RASS) Scheme in Australia and theEuropean Public Service Obligation (PSO) air service mechanism (Rico Merkert, 2017: 351) . Possible implementation of PSO within the region would increase economic activities level among the regional countries, economic development and progress, political stability, continuation of the European integrations. However, in any case airlines in the Southeast Europefor future sustainable business need signifi cant improvement in underperforming fi eld of airline e-commerce art and science. To compete eff ectively in cyberspace airlines need fast transformation and appropriate e-commerce strategy (Michael Hanke, 2016: 566) .According to Taneja (2016, 181) main airline challenges and opportunities in future would be: (1) changing consumers, (2) changing competitors and (3) changing collaborators.
List of the biggest airports in the Southeast Europe region by traffi c volume with minimum 500 thousand passenger criteria in 2016 is shown in Table 7 . Annual average growth rate in the period 2008-2016 is very solid (7.2 percent) and the leading airports in the region are Bucharest followed by Sofi a and Belgrade.Analyzing those results in the context of overall passenger traffi cat European airportsit is obvious that Bucharest is ranked at 47th position, Sofi aat 86th position and Belgradeat 88th position (anna.aero, 2017) .In addition,the Tuzla International Airport (2017) from Bosnia and Herzegovina with the passenger traffi c increase of 74 percent in the period January-September 2017 (406,668 passengers) is very close to the entry to the list in Eurocontrol seven years forecast of instrumental fl ight rules (IFR) movements for the Southeast Europe region is analyzed in Table 8 .The forecast is derived from the most recent traffi c sta s cs (over the 2012-2016 period) and relevant up-to-date informa on in terms of traffi c trends and recent air industry related events. Source: According to Eurocontrol(2017: 69-72 ) modifi ed and prepared by authors.
CONCLUSIONS
Analysis of Southeast Europe economy and air transport infrastructure shows that there is a lot of space for improvement. Obviously, the Southeast Europe air transport market is undeveloped with weak connections within the region.
Low cost carriers are more and more present, increasing competition level, but with dominant connections to the most developed European markets.
Profi tability analysis of dominant airlines in the Southeast Europe market for the period 2008-2016 indicated negative overall net losses result of over 1.2 billion USD, questioning the sustainable business in the future. Consequently, airlines in the region are implementing restructuring programs, covering staff reductions, increasing productivity, network and fl ight frequencies optimization, with intention to implement the privatization processes.Fitting the fl eet and service to the regional air transport market must include and harmonize operational, fi nancial and strategic development policies.
